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HIGHLIGHTS OF 1972 <=> GENSTAR umes 
\/ 
Income 1972 1971 
Revenues $359,130,000 $276,383,000 


Funds from Operations . 


Depreciation, Depletion and Amortization . 


Income before Extraordinary Item 
Extraordinary Item 
Net Income . 


Income per Common Share 


Canadian Method 
Basic . 
Fully Diluted 
United States Method 
Primary 
Fully Diluted 


Annual Meeting 


The Annual General Meeting of 
Genstar Limited will be held on 
Monday, April 30, 1973 at 

10.30 a.m., in the Auditorium on 
floor Mezzanine 2 of The Royal 
Bank of Canada Building, 

One Place Ville Marie, 

Montreal, Canada. 


Les actionnaires qui désirent 
recevoir ce rapport en frangais 
sont priés d’en faire la demande 
au Secrétaire de la Société. 


De aandeelhouders die dit 
jaarverslag in het nederlands 
wensen te ontvangen zijn verzocht 
zich aan de sekretaris van de 
maatschappij te wenden. 


31,084,000 22,440,000 
16,188,000 11,075,000 
15,011,000 10,754,000 
(687,000) 

14,324,000 10,754,000 

1972 1971 

Before es 

extraordinary Net Net 

Item Income Income 
$1.67 $1.59 $1.22 
1.41 1.35 1.18 

1.66 1.58 1.21 

1.43 1.37 1.21 
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Conveying and stockpiling limestone at the Company's Edmonton cement plant. 
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REPORT OF THE DIRECTORS 


The past year has been one of continued growth in Genstar 
earnings. Income per share before an extraordinary item 
reached an all-time high of $1.67 compared to $1.22 in 
1971, an increase of 37%. Shareholders will remember that 
1971 was also a very satisfactory year, as earnings per 
share for that year rose by 35% over the previous record 
level of 1969. In 1972, the Company achieved a return on 
shareholders’ equity of 11.1% thereby surpassing its an- 
nounced objective of a 10% return, as established five years 
ago when the return was 5.7%. 


The significant improvement achieved in 1972 reflects higher 
income in most operating units, together with the contribution 
from the operations of Ocean Cement & Supplies acquired 
effective January 1, 1972, and integrated during the year 
with the Company’s cement and building materials divisions. 


During the year, certain unprofitable operations were dis- 
continued resulting in an extraordinary loss of 8 cents per 
share. 


Operations 

The generally improved economic conditions of 1972 have 
benefited the Company, particularly in Western Canada. 
Construction contract awards in Western Canada were up 
by 18%, and housing starts by 11% over 1971. As a result, 
the Company’s operations in this region, which include the 
manufacture and distribution of cement and building mate- 
rials, heavy construction, land development and housing, 
have shown further progress over last year. Marine activities, 
despite labour difficulties on both coasts, profited from a 
higher level of shipments in the pulp and paper industry in 
British Columbia and from salvage and new pollution control 
work undertaken in Eastern Canada. 


Earnings from venture capital and real estate operations in 
California have exceeded those recorded in 1971. A number 
of the venture capital portfolio companies made public offer- 
ings during the year, an indication of their continued growth. 
Furthermore, five companies were added to the portfolio, and 
additional investments were made in two companies during 
the year. 


The Company’s chemicals and fertilizers division in Eastern 
Canada has achieved economies in operations and increased 
production efficiency. A trend to a more balanced supply 
and demand situation in the chemical and fertilizer industries 
was also evidenced during the year. 


The performance of the Company’s import-export division in 
the United States also improved during 1972. Revenues and 
earnings exceeded expectations, reflecting the reorganization 
effected in prior years and the improved economic climate 
in the United States. However, earnings of Canadian opera- 


tions were affected by the currency realignments in 1971 
which raised the price of European steel by approximately 
10% on the Canadian market. 


Labour Environment 

The Company believes its labour relations to be satisfactory, 
with over 7,000 employees in the organization governed by 
more than 75 collective agreements. Although the three 
strikes which occurred in the Company's operations were of 
short duration, a number of lengthy labour interruptions were 
encountered in the industries which the Company serves. The 
cement and concrete products divisions in British Columbia 
operated at reduced levels from March to late July due to 
strikes in the construction industry in that province. Strikes 
also reduced activity in similar operations in Southern 
Saskatchewan, in the marine transportation operations in 
British Columbia and in the docking operations in the port 
of Montreal. 


Significant Events 

In November, the Company drew down a $30,000,000 term 
bank loan and reduced short term indebtedness, thereby 
improving its working capital position. In connection with 
this loan, the Company granted an option to the lending bank 
to purchase 116,666 common shares at $13.91 per share. 
During 1972, two acquisitions were made. In June, Seaspan 
International Ltd. of Vancouver, a 50% owned company, ac- 
quired for cash and notes, F. M. Yorke & Son Ltd., also of 
Vancouver. This company operates self-propelled rail barges, 
tow barges and tugs on the West Coast, and also leases car 
barges on the Great Lakes. In April, Genstar increased its 
ownership from 50% to 100% in a Vancouver-based manu- 
facturer of precast building components. 


In December, Genstar also agreed to exchange 133,334 of 
its common shares for all the issued and outstanding shares 
of Richard B. Smith, Inc., of Tustin, California. This com- 
pany is a well-known developer and builder of quality homes 
in Southern Orange County. 


In line with expanding operations in Western Canada, 
Mr. Ross J. Turner was appointed president of Genstar 
Western Limited, a new subsidiary located in Vancouver. 
Mr. Turner’s principal function is the coordination of Genstar’s 
cement, building materials, heavy construction and land 
development and housing operations in Western Canada. In 
addition, Mr. Turner, as a director and former president of 
Seaspan International Ltd., will continue to provide his 
advice and counsel to that company. 


Outlook 

Turning to the future, the Company anticipates the economic 
expansion experienced in 1972 to continue through 1973. 
The outlook for construction activity in Manitoba, Saskat- 
chewan and Alberta is favourable. Housing starts are forecast 
to remain at a high level, and non-residential construction is 
expected to be buoyant in the current year. 


The Company, therefore, expects its cement, land develop- 
ment and housing, and building materials operations in this 
area to maintain or exceed their 1972 levels. In addition, 
the Company’s heavy construction activities should profit 
from the continued development of the Canadian North. 


Business activity on Canada’s West Coast gained momen- 
tum during the last quarter of 1972, and the Company 
believes this pace will continue in the current year and 
provide added impetus to its cement and building materials 
operations in this area. Further, the resurgence of the pulp 
and paper industry in British Columbia should continue to 
benefit the Company’s marine activities. 


In Eastern Canada, farm cash income improved during 
1972, a sign of recovery from the depressed conditions of 
the past few years in the agricultural industry. As a result, 
Genstar’s chemicals and fertilizers division should return to 
a healthier position. 


In the United States, the rapid growth of the economy 
experienced in the past year is forecast to carry on into 
1973. In particular, the California economy is experiencing 
renewed vigor in the technology-based manufacturing sector 
and residential construction remains a strong point in the 
state economic picture. The Company’s present position 
in this area, through its venture capital and real estate oper- 
ations, will enable it to participate in these growing markets. 


Objectives 

The Company is actively pursuing a long-range objective 
of broadening its earnings base, since over 75% of current 
earnings are derived from integrated cement, building mate- 
rials, heavy construction, !and development and housing 
activities. New spheres of activity are constantly being 
investigated and, during the past year, a number of com- 
panies in financial services were examined. Efforts to seek 
entry into this area are presently being intensified. 


GENSTAR unit 
Dividends 


In 1972, the Company adopted, for the first time, a semi- 
annual dividend policy. A dividend of 30 cents per share 
was declared in June and a dividend of 35 cents per share 
in November. This compares with an annual dividend of 
60 cents in 1971. 


The Company expects to continue the semi-annual dividend 
practice in the future, notwithstanding the fact that only a 
small proportion of its earnings are generated in the early 
months of the year owing to the seasonal nature of certain 
operations and reduced activity in the first quarter due to 
Canada’s climate. 


In 1972, we were pleased to welcome to our Board of Direc- 
tors Mr. Charles Evrard, Managing Director of Mercantile 
Marine Engineering & Graving Docks Company. 


Our progress during the past year was made possible 
through the efforts of all our employees and, on behalf of 
the Board of Directors, | would like to express our apprecia- 
tion and thanks to them for their continued support. 


On behalf of the Board, 


——~" A. A. Franck 


President 


Montreal, March 9, 1973. 


FINANCIAL REVIEW 


RETURN ON SHAREHOLDERS’ EQUITY 1972 1971 1970 1969 1968 
(thousands of dollars) | 
REVENUES. 962 ni oe le eee cece yet ae ne eee 359,130 276,383 204,567 246,057 205,506. 
COST AND EXPENSES | 

Cost of sales, operations and expenses ..... . 304,152 237,594 174,997 211,582 180,177, 
Depreciation, depletion and amortization . .... . 16,188 Wd OWS 10,471 10,199 8,001. 
Interests ce S38 SN (be ae a eee 9,896 6,736 7,280 6,852 5,229! 
330,236 255,405 192,748 228,633 193,407 | 

INCOME, BEFORE THE -AOLUCOWING Sas nn ee 28,894 20,978 11,819 17,424 12,099) 
FKOWMISOM 1OF MOOG TEES. 5 «6 46 6 0 « «6 6 o & 13,353 9,627 5,261 8,810 5,958. 
Loss (income) on operations of discontinued businesses, | 
Net Of INCOME taX6S” Se Wee cee ee ee 400 476 16 27 17 
Minority: intereSton 2 7.@et iyiae Sic usc te secant ar cee 130 A214 236 2,031 1,193 
13,883 10,224 Dolo 10,868 7,168: 

INCOME BEFORE EXTRAORDINARY ITEMS... .. . $ 15,011 $ 10,754 $ 6,306 $ 6,556 $ 4,931. 
SHAREHOLDERS SEQUITiY era wey meus ee ee $135,810 $126,452 $119,390 $104,252 $ 86,694 
RETURN'ON SHAREHOLDERS EQUIT Yate sani asymm mean 11.1% 8.5% 5.3% 6.3% 5.7% 


INCOME PER COMMON SHARE 
(Based on average number of shares outstanding) 


Income before extraordinary items . . ...... .. $ 1.67 Salice $ WAS) $ .90 $ Wh 
NetInCOMe 32 -a0ue", ch a als areas cen ee oars er 1.59 122 .68 1.16 76 
Gashidividencs ie: mar safe amr wee 0 ae ee .65 60 40 70 65 
Funds: from) Operationsa:, mene. eens een ee 3.46 2.48 2pm, 2.84 2.51 


OTHER STATISTICS 
(thousands except employees) 


Working Capital item artes 0 2 ean yen ee aa unr er we $ 50,931 $ 18,515 $ 20,316 $ 39,679 $ 26,838 
INVESTMENTS Sot pues. Goh a% ae ee doa ow wee ane ee a 41,824 41,573 35,275 25,975 33,382 
EIXEGSaSSCtS Bite rcs dee ei eee ar oe ee 257,463 253,674 169,267 180,996 163,188 
Mele Cut Mej eee fone & ie es Wh Glak Go & 103,596 85,492 50,301 58,549 62,946 


Shares outstanding—average .......... 8,991 8,828 8,416 7,319 6,587 | 
== CUAL OF, fe cu arenes: te Sane 9,043 8,963 8,807 7,781 6,816 
Number ofemploveesia ess mene un ee ne 7,250 6,250 4,300 5,100 4,600 
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1967 


98,602 


85,334 
5,588 
2,439 

93,361 
5,241 
2,433 


(3) 


2,430 
$ 2,811 
$ 80,018 
3.5% 


$ 3,272 
31,732 
104,064 
28,506 
6,282 
6,357 
1,900 


1966 


51,965 


38,076 
4,919 


2,055 
45,050 
6,915 


3,203 


(25) 
37 


3,215 
$ 3,700 
$ 76,943 
4.8% 


$ 3,036 
21,733 
100,701 
26,515 
692 
(1B 
1,900 


1965 


42,832 


31,558 
4,374 


1,686 
37,618 


5,214 
Zot 


(234) 

Si 

1,994 
$_3,220 
$ 75,718 
4.3% 


ey 
.60 
1.68 


$ 3,806 
22,238 
92,731 
28,447 

6,192 
63192 
1,800 


Revenues (millions of dollars) 


1 1 ! 1 I ' 1 
1965 1966 1967 1968 1969 1970 1971 


Income Before Extraordinary Items 
(millions of dollars) 


! ! ! | ! | ! 
1965 1966 1967 1968 1969 1970 1971 


The following pages contain comments on the operations 
of the industrial categories within Genstar. In addition, 

the results of operations, shareholders’ equity and return on 
this equity for each category have been presented for the 
past five years. 


Shareholders’ equity represents the net assets of the 
Company employed in each category at the end of each 
year less a pro-rata allocation of debt regardless of the 
specific purpose for issuing the debt. Interest and 
administrative expenses have been allocated to the industrial 
categories generally on the basis of net assets employed. 
Accordingly, the income and return on shareholders’ equity 
of each industrial category represent its proportion 

of the total. 


Building Materials 

Demand for the Company’s concrete building supplies across 
Western Canada during 1972 was strong. The acquisition of 
Ocean Cement & Supplies Ltd. in British Columbia at the 
beginning of the year, together with stronger markets, pro- 
duced a building materials sales volume double that of the 
previous year. While an extended strike affecting the B.C. 
construction industry and the reorganization of the supply 
operations of Ocean Cement along functional lines produced 
a challenging year for the Pacific Region, this division was 
nonetheless a significant contributor to Company earnings. 
Approximately 80% of the sales volume in ready-mix con- 
crete, aggregates and concrete block and pipe was gen- 
erated in the four major markets of Winnipeg, Calgary, 
Edmonton and Vancouver. However, the viability of the divi- 
sion’s smaller operations in other centres is continuing 
evidence of the growth taking place throughout Western 


Aad dddl fel, 


Canada. There are early indications that sales activity in 1973 
will continue at or above current levels across the region. 
The Company’s ‘‘Truroc’”’ gypsum wallboard, manufactured to 
quality standards in two modern plants on the Prairies, has 
maintained a strong position in a very competitive industry. 
Recent negotiations have concluded labour contracts for the 
next two years. In 1973, the Company anticipates a continu- 
ation of rising costs, pressure on prices and only a marginally 
higher demand for gypsum wallboard. 


The precast and prestressed concrete activity is operated 
under the trade name ‘‘Con-Force Products” and with five 
plants across Western Canada the Company is a leading 
manufacturer and developer of building systems and precast 


Precast components are shipped from Vancouver for the new State 
office building in Alaska. 


products. Among important contracts obtained by the divi- 
sion is one to build a new grandstand for the Calgary Stam- 
pede which will require specialized production techniques. 


In April, the remaining shares of a Vancouver precast man- 
ufacturer were acquired by the Company. These operations 
have been integrated with the Con-Force division which 
previously did not serve the Pacific Coast market. As limited 
use has been made to date of precast components in the 
Vancouver area, the Company views this market as having 
considerable potential. 


Heavy Construction 
Earnings of the Company's heavy construction operations 


Installation of municipal services in Northern Manitoba by the 
Company’s Heavy Construction operations. 


showed an increase in 1972 on larger sales volume, reflecting 
the improvement in this sector of the economy. However, as 
in recent years, earnings did not present a uniform picture 
in all areas, as some units experienced difficult operating 
conditions. A review of operations was undertaken in the 
spring, resulting in the reorganization of heavy construction 
activities into two segments: heavy engineering construc- 
tion for major projects, and city and provincial services. 
This functional organization is designed to promote special- 
ization and to direct management capability toward new 
areas of opportunity. Greater emphasis on the development 
of resources in the Canadian North is already providing 
activity for the heavy engineering construction division, 
which, following a profitable year, enters 1973 with a backlog 
substantially in excess of that of a year ago. Included in this 


Building of a Manitoba dam. 


division’s 1972 activities were major hydro electric develop- 
ments in Northern Manitoba, and Dempster Highway con- 
struction in the Mackenzie Delta. Significant additional hydro 
electric work, which will have an important effect on the 
operations of this division over the next three years, has 
recently been awarded. As the North opens, the Company 
believes that it is especially qualified to participate in oppor- 
tunities which this will afford, in view of its wide experience 
in many phases of northern construction work, from resource 
development to the building of planned communities. 


Land Development and Housing 

The Company’s land development operations have endeav- 
oured during 1972 to improve the balance, in Winnipeg, 
Calgary, Edmonton and Vancouver, between the inventory of 
serviced lots and the on-going requirements of the Com- 
pany’s house building divisions. In the prairie cities, this 


Revenues (millions of dollars) 


1972 

REVENUES seen 215,985 
COSTS AND EXPENSES | 

Cost of sales . Ree os 163,833 
Selling, general and administrative Saye on 20,193 
Depreciation, depletion and amortization . . 10,566 
Interest-on long-term debt) 292 5. o. 3,480 
Other interest . . . AT AR BW sath 2,991 
201,063 
INCOME BEFORE THE FOLLOWING. .. . 14,922 
Provisionntor incomentaxes snare ene 7,774 
MinO Gita LO TC S tama =m net 52 
7,826 
INCOME BEFORE EXTRAORDINARY ITEMS $ 7,096 
SHAREHOLDERS’ EQUITY . ee $ 54,596 
RETURN ON SHAREHOLDERS’ EQUITY eer 13.0% 


goal has been achieved, while in Vancouver, where prob- 
lems of land assembly are difficult, a start is nevertheless 
being made in planned subdivision development. In large 
subdivisions, it is normal for the Company to use about 
25% of its own developed land for its housing operations, 
and to sell the balance to other builders. The major factor 
in establishing lot prices in Company subdivisions is the costs 
of municipal services and requirements which have risen 
sharply in recent years as a result of public and municipal 
demands for higher standards. Despite these conditions, 
the maintenance of relatively low lot prices in Company 
subdivisions in Winnipeg, Calgary and Edmonton, when 
viewed in the Canadian perspective, is evidence of the 
Company’s efforts to make serviced land available to a 
broad economic spectrum of Canadians. 


During the year, the Company’s housing operations sold 


Income Before Extraordinary Items 
(millions of dollars) 


1971 1970 1969 1968 
(thousands of dollars) 

151,188 100,358 104,904 54,743 
115,018 73,478 79,099 41,906 
13,050 11,354 8,743 3,632 
6,634 S875) 4,864 Bey) 
2,242 1,738 1,467 882 
138,680 94,393 95,462 49,996 
12,508 5,965 9,442 4,747 
6,477 3,045 5,206 2,453 
34 236 2,031 1,193 
Gioia 3,281 ees 3,646 

$ 5,997 $ 2,684 8 Zee $ 1,101 
$ 49,554 $ 39,972 $ 22,064 $ 13,461 
12.1% 7.2% 10.0% 10.0% 


The company’s original interest was acquired effective July 1, 1968 and substantially increased in 1970. Return on equity has been determined assuming that 


these interests were held for the full year. 
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more than 2,300 new homes in Western Canada; one-third 
of these were constructed using conventional on-site build- 
ing methods, while the remainder were built with pre- 
assembled components manufactured in the Company’s 
Calgary factory. One-quarter of the factory output was sold 
for erection by the Company’s allied-builder organization. 
To meet well-recognized needs, the Company has been able 
to implement new concepts in its efforts toward the develop- 
ment of homes at the lowest possible price. The Western 
Canadian market for single family and semi-detached homes 
is strong and the outlook is for continuation of this demand. 


Community recreation facilities provided in a Company subdivision 
in Alberta. 


CEMENT 


The integration of Ocean’s cement operations with existing 
facilities during the year contributed to the stronger per- 
formance of this segment of the Company’s activities with 
new sales and earnings records being established. Total 
sales of the division increased from $26 million in 1971 to 
$42.6 million in 1972, and the combined operations sur- 
passed their comparable 1971 tonnage by 7%. Also con- 
tributing to the favourable results were operating efficiency 
measures, cost control programs and a modest price adjust- 
ment in some areas. The latter was necessary to partially 
offset continuing increases in costs. The division’s four union 
contracts expire and will be renegotiated in the latter part 
of 1973. 


The dollar value of construction contract awards in Western 
Canada exceeded 1971 by 18% with the major portion of 
this increase being in British Columbia. Actual construction 
activity, as represented by building permits and housing 
starts, also exceeded 1971 figures, but to a lesser degree 
than the construction intentions as measured by construction 
awards. 


During the latter part of the year, improved markets on the 
West Coast helped the division recover volume lost as a 
result of labour interruptions in the construction industry 
earlier in the year. Steady demand on the Prairies and 
increased export sales also contributed to the higher volumes 
achieved in 1972. 


Throughout 1972, all plants and quarries operated satisfac- 
torily with plant utilization of approximately 81% being 
achieved. During the year, a start was made on a $600,000 
central control system for the Edmonton plant. Designed to 
increase efficiency, this system is scheduled to be in oper- 
ation by 1974. Studies are also presently underway to 
improve the efficiency and capacity of the Bamberton plant 
on Vancouver Island in order to meet the needs of the 
expanding market on the West Coast. 


Revenues (millions of dollars) 


All plants are operating within current environmental stan- 
dards. Planning and government liaison are maintained so that 
pollution abatement programs will continue to be consistent 
with federal and provincial regulations. In-plant environ- 
mental conditions are also being carefully examined and 
controlled in the interest of employee safety and welfare. 
One such example is the recent institution of a comprehen- 
sive hearing conservation program. 


The outlook for the cement division is favourable, as the 
buoyant level of housing and construction activity in Western 
Canada is expected to continue through the current year and 
produce a steady growth in cement consumption. 


Income Before Extraordinary Items 
(millions of dollars) 


Kiln at the Company’s Winnipeg cement plant. 


REVENUES 


COSTS AND EXPENSES | 
Cost of sales . 
Selling, general and Barninisirative 
Depreciation, depletion and amortization 
Interest on long-term debt 
Other interest 


INCOME BEFORE THE FOLLOWING . 
Provision for income taxes 


INCOME BEFORE EXTRAORDINARY ITEMS 
SHAREHOLDERS’ EQUITY . 
RETURN ON SHAREHOLDERS’ EQUITY 


1972 


42,808 


25,569 
3,444 
3,059 
1,229 

319 


33,620 


9,188 
4,484 


$ 4,704 
$ 25,169 
18.7% 


1971 


26,009 


15,130 
2,430 
2,019 

441 
348 


__ 20,368 


5,641 
2,769 


$2,872 
$ 20,787 
13.8% 


1970 


(thousands of dollars) 
23,851 


14,900 
2,416 
Za) 

571 
244 


20,250 
3,601 
1,881 


8 bee 
$ 24,389 
7.1% 


1969 


28,024 


17,005 
2QeA}s) 
1,996 

TPS) 
134 


22,209 


5,89 
3,037 


$ 2,778 
$ 28,475 
9.8% 


1968 


25,698 


15,306 
2,421 
2,238 

691 
300 


20,956 


4,742 
2,389 


$2,353 
$ 25,049 
9.4% 
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MARINE 


Earnings increased substantially over the previous year 
notwithstanding strikes on both the East and West Coasts 
and losses resulting from the operations of a marine and 
logging business at Williston Lake in British Columbia which 
has since been closed down. 


Seaspan 

Log barging, an important revenue producing activity of this 
50% owned West Coast operation, was adversely affected 
by a ten-week International Woodworkers strike which ended 
July 16. Earlier in the year, log barging revenues had reached 
a record high as a result of total equipment utilization due, 
in part, to anticipation of the strike and a corresponding 
higher volume of shipments by pulp and paper companies. 
Seaspan’s acquisition in June of F.M. Yorke & Son Ltd., a 
long established B.C. towboat company, combined with 


Revenues (millions of dollars) 


1972 
REVENUES eso cei st olin nea ee 4,113 
EXPENSES 
Operations Sse ie eee ee ee 1,321 
Selling, general and administrative . . . 247 
Deépreciationima jearace marta heen ome net 220 
Interest on long-term debt . . . .. . 103 
Othersinterests eee eee ere eee Be 10 
__ 1,901 
INCOME BEFORE THE FOLLOWING. . . . ___ 2,212 
PROVISION TOmINCOMeEtaXe Smears ame meee 283 
Loss (income) on operations of discontinued 
business, net of income taxes . . . . __—-258 
mre04 1 
INCOME BEFORE EXTRAORDINARY ITEMS $1,671 
SHAREHOLDERS’ EQUITY . : $ 10,831 
RETURN ON SHAREHOLDERS’ EQUITY 15.4% 


settlement of the IWA strike, resulted in a strong second 
half recovery in earnings. Yorke operates self-propelled rail 
barges, tow barges and tugs on the B.C. coast and also 
leases Car barges on the Great Lakes. Full effect of the addi- 
tion of these operations will be felt in 1973. 


1972 was a busy and profitable year for the shipyard opera- 
tion, both in repairs and new construction. Important con- 
tracts completed during the year included modification of a 
ferry for the B.C. Government Ferry Authority, construction 
of three automobile and passenger ferries for the B.C. 
Department of Highways, three chip barges for a towing 
company and a 240-foot oil carrying barge for Seaspan’s 
own fleet. Late in the year, the shipyard was awarded a 
contract valued at $1.5 million to construct three barges and 
another contract to build a research laboratory barge for 


Income Before Extraordinary Items 
(millions of dollars) 


1971 1970 1969 1968 
(thousands of dollars) 
3,138 7,442 12,880 13,294 
1,055 4,657 WAGoe 8,217 
405 1,023 1,681 1,654 
HOO) 780 1,178 Asoo 
38 174 403 421 
27 14 11 

1,678 6,648 11,126 11,648 
(22) 71 847 864 
333 (31) 29 diritti 
Saal 40 876 864 
PERL 
$ 9,788 Sy Gal GS ye cles $ 6,058 
lee 9.3% 11.7% 12.9% 


In July 1970, a subsidiary was merged with another company resulting in a 50% owned company whose net income of $1,549,000, $1,479,000 and $502,000 
for the years 1972, 1971 and six months of 1970 respectively are included in Revenues. 
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the Federal Government Fisheries Research Department. 
With a substantial backlog at year-end, shipyard activities 
are expected to continue at a brisk pace in 1973. 


It is anticipated that operating earnings will continue to 
increase in 1973. However, total earnings of these opera- 
tions will probably be lower as a result of the termination of 
special tax incentives available to the marine industry. 


McAllister Towing 

McAllister Towing’s shipdocking revenue was slightly lower 
in 1972. Increased activity early in the year caused by a 
United States East Coast labour strike was offset by a 
prolonged Montreal Longshoremen’s strike in May and June. 
However additional salvage activity, together with the com- 
pany’s appointment by an association of Montreal refineries 


VICTORIA BC 


al 


as prime contractor for removal of oil spillage on the St. Law- 
rence River, produced a significant increase in the year’s 
earnings. Oil pollution control operations are expected to 
be an expanding source of future revenues. The Company, 
in conjunction with Seaspan International Ltd., is continuing 
to explore opportunities to establish a tug-barge operation in 
Eastern Canada. 


Seaspan equipment in operation in the Victoria harbour. 
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VENTURE CAPITAL AND REAL ESTATE 


The Company’s venture capital and real estate activities in 
California progressed satisfactorily in 1972 with a substantial 
increase in earnings over the previous year. Operations now 
include investments in 31, high technology, U.S.-based com- 
panies, as well as real estate, shopping centre development 
and house-building activities in the Western United States. 


Venture Capital 

In 1972, revenues and earnings from venture capital activi- 
ties surpassed previous levels. Among the most important 
events in the year was the sale of two portfolio companies, 
Diablo Systems Inc., and Spin Physics Inc., to Xerox Cor- 
poration and Eastman Kodak Company respectively. Two 
other portfolio companies, Measurex Corporation and Lexi- 
tron Corporation successfully completed public offerings. 
Investment activity continues to be concentrated on innova- 
tive, technically based manufacturing companies and during 
1972, five companies were added to the portfolio: 


Antex Industries Incorporated, Palo Alto, California — 
Light-emitting diodes and related display products 


Entrex Incorporated, Burlington, Massachusetts — 
Key-to-disc data entry systems 


Prime Computer Incorporated, Natick, Massachusetts — 
Small computer systems 


Terminal Communications Incorporated, Raleigh, 
North Carolina — 
Terminal reservation systems 


Business Systems Technology Incorporated, Orange, 
California — 
Memory systems for IBM System/3 Computer 


Also, additional investments were made in the following 
portfolio companies: 


Xytex Corporation, Boulder, Colorado — 
Automated tape library for computer installations 


Duplicon Corporation, Newport Beach, California — 
Plain-paper office copiers 


Revenues (millions of dollars) 
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The venture capital industry has now established itself as a 
major vehicle for the profitable development of technology 
in North America. The Company, through its California 
venture capital operations, further strengthened its position 
this year as one of the major companies in this fast growing 
field. 


Real Estate 

Future prospects for shopping centre development in 
California are encouraging as the economy appears to have 
recovered from its slump of the past few years. In anticipa- 
tion of the increasing demand for housing, 253,000 new 
dwelling units were built in 1972, the highest level since the 
peak years of 1963 and 1964. This rapid growth has been 
fuelled by an ample supply of low cost mortgage and 
construction funds. 


During the year, expansion into Southern California was 
initiated through a new shopping centre development and a 
joint venture of a 160-acre combination residential and com- 
mercial development in San Diego County. Further participa- 
tion in the important California housing market will be 
accomplished in 1973 upon completion of an agreement 
made at the end of 1972 to exchange 133,334 common 
shares of the Company for all the outstanding shares of 
Richard B. Smith Inc., a residential homebuilder located in 
Tustin, California. Smith builds a wide range of homes under 
the Broadmoor name principally in Southern Orange County, 
one of the fastest growing areas of California. This company 
has excellent earnings potential and is expected to provide 
a strong impetus to the Company’s California real estate 
activities in addition to serving as a base for future expansion. 


Income Before Extraordinary Items 
(millions of dollars) 


ABOVE — Computer installation using magnetic tape drives of Storage Technology Corporation, a Venture Capital investment. 
BELOW — Northridge Regional Shopping Centre in Salinas, California, planned and developed by the Company’s Real Estate operations. 


1972 1971 1970 1969 1968 
(thousands of dollars) 
REVENUES maennr inne Gm let a yr de oie hoy 7,157 6,560 2,834 2,254 1,633 
EXPENSES 
OVE a cw eo 4,389 4,266 997 819 238 
Selling, general and administrative . . . 666 846 782 445 401 
IYSRORWOM « « « = % oF e 2°94 Hs 47 Bie) u 9 10 
Interest on long-term debt. . . .. . 174 227 322 194 191 
Guneye Meat =. oe 6 ¢ « “ue ool ac 59 9 
5,335 5,381 2,108 1,467 840 
INCOME BEFORE THE FOLLOWING. . . . 1,822 Wels 726 787 793 
Provision fOnincCOme:taxeS a0. us 689 404 WA 191 288 
NNO IEE, 85 4 » © a ub G © 4 78 87 
767 491 171 191 288 
INCOME BEFORE EXTRAORDINARY ITEMS. . $ 1,055 $ 688 $ SONS) $ 596 $ 505 
SVN ROM Delatsy UXO@WWIINS 2 56 o 5 o 0 6 $ 10,500 $ 9,034 o 6,282 $ 3,446 $ 2,583 
RETURN ON SHAREHOLDERS’ EQUITY . . 10.0% 7.6% 8.9% 17.3% 19.6% 
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CHEMICALS AND FERTILIZERS 


Although sales volumes for chemicals and fertilizers increased 
over the previous year, profits continued to be hampered by 
low market prices and rising costs. For the past five years, 
the entire Canadian chemical and fertilizer industry has 
suffered from spiralling costs and deteriorating prices 
caused by severe over-capacity. In 1972, there was some 
evidence of a trend to a more balanced supply and demand 
situation in the fertilizer industry. There is optimism that this 
pattern will continue in 1973 and prices are expected to 
strengthen. 


It is anticipated that a shortage of fertilizer raw material 
could develop throughout North America during 1973 and for 
several years thereafter. 


The Company is continuing to explore all available means 
to rationalize its production and distribution facilities with 
the objective of streamlining operations and improving 
profitability. 


Chemicals 

Cost savings were achieved during the year through improved 
production efficiencies and reduced plant overhead. While 
sales volume is expected to remain relatively unchanged 
in 1973, higher selling prices and continued full utilization of 
production facilities are expected to offset anticipated cost 
increases. During 1972, new tariffs for natural gas supply 
were filed with the National Energy Board of Canada which 
would substantially increase the industry’s basic production 
costs. Representations have been made, in conjunction with 
other members of the industry, to obtain full exemption from 
the proposed rate increases. No decision has yet been 
reached by the National Energy Board. 


Fertilizers 
Anticipated gains in 1972 fertilizer volume failed to materi- 
alize due to an abnormally late spring and unfavourable 


Revenues (millions of dollars) 


weather conditions throughout most of Eastern Canada. 
Total sales for the year were slightly above 1971 levels 
largely as a result of an export order to India. 


Greater emphasis in 1973 is to be placed on the retail dis- 
tribution of Nutrite brand lawn and garden fertilizers through 
broadening of the product line and penetration of new 
markets. 


Income Before Extraordinary Items 
(millions of dollars) 


LEFT — High capacity air plant at the Company’s chemical complex in Maitland, Ontario. 
RIGHT — Quality control sample taken from a fertilizer shipment. 


REVENUES 


COSTS AND EXPENSES - 
Cost of sales . 
Selling, general and maminisirative 
Depreciation . 
Interest on long-term cee 
Other interest 


INCOME BEFORE THE FOLLOWING . 
Provision for income taxes 
INCOME BEFORE EXTRAORDINARY ITEMS 


SHAREHOLDERS’ EQUITY . 
RETURN ON SHAREHOLDERS’ EQUITY 


1972 


38,906 


31,998 
4,039 
2,108 

620 
85 


38,850 


56 
22 


$ 34 
$ 21,948 
0.2% 


BAL 


36,689 


29,630 
3,994 
2,098 

441 
369 


36,352 


157, 
56 


$101 
$ 23,806 
0.4% 


1970 


(thousands of dollars) 
32,931 


26,396 
3,493 
2,074 

533 
224 


32,720 
211 
is 

$ 96 
$ 25,967 
0.4% 


1969 


35,326 


28,149 
3,950 
2,066 

675 
Wily 


34,957 


369 
194 


$ 763) 
$ 26,471 
0.7% 


1968 


36,465 


29,312 
4,342 
1,984 

564 
243 


36,445 


20 
fromm 
$ 3 


$ 21,129 


0.0% 
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IMPORT-EXPORT AND INDUSTRIAL PRODUCTS 


Operations during 1972 improved significantly over the 
previous year in most sectors. Labour difficulties in Canada 
and the United States together with low domestic steel 
prices in Canada prevented a full recovery by this division 
during 1972. 


Import-Export 

In the United States, the steel import operations showed 
excellent results for the year. The non-ferrous operations 
benefited from a shortage of zinc in the United States and 
consistent support from the principal suppliers contributed 
to a record sales volume. The export department expanded 
its marketing territory and obtained exclusive sales rights in 
foreign countries from some United States manufacturers. 


The outlook for the current year is favourable although rising 
prices in world markets in the face of uncertainties about 
foreign exchange rates may affect the division’s performance. 
In Canada, import-export operations were hampered by 


Revenues (millions of dollars) 


1972 
REVENUES eee ete Ce ee ee 67,049 
COSTS AND EXPENSES» 
Cost of sales. . Re care hak 62,839 
Selling, general and administrative Se on 2,854 
Depreciation. . Bice aa ieee penis 188 
Interest on long- -term debt Ee eae inte Os 152 
Other interest . . . See att a he Ls tas 372 
66,405 
INCOME (LOSS) BEFORE THE FOLLOWING . 644 
Provision for income taxes . . 182 
Loss (income) on operations of discontinued 
business, net of income taxes ... . 142 
324 
INCOME (LOSS) BEFORE 
EXTRAORDINAR YS ITEMS eee: $ 320 
SHAREHOLDERS’ EQUITY . : $ 3,478 
RETURN ON SHAREHOLDERS’ EQUITY os 9.2% 
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price increases on European steel imports as a result of 
currency realignments in 1971 which tended to reduce over- 
all steel imports during 1972. However, sales of electrical 
steel during the year were not affected since annual con- 
tracts had previously been negotiated at firm mill prices in 
Canadian dollars for the entire 1972 season. 


Industrial Products 

Sales of industrial products including fabricated steel and 
rubber products were below expectations. The current year 
should show improvement, especially in the fabrication 
operations in the United States, where the improved economic 
conditions and increased demand for pollution control equip- 
ment should provide satisfactory results. 


In the last quarter the Neelon Steel operation, an unprofitable 
grinding ball foundry in Sudbury, Ontario, was closed down. 


Income Before Extraordinary Items 
(millions of dollars) 


1971 1970 1969 1968 
(thousands of dollars) 

60,901 43,557 68,113 75,949 
57,509 40,173 64,375 72,277 
2,661 2,301 3,250 3,288 
138 116 86 76 
101 405 657 219 
487 342 821 34 
60,896 43,337 69,189 75,894 
5 220 (1,076) 55 
(14) 86 (760) (53) 
eae) deecial oo (2) pars af 
(129) 133 (762) (36) 
oS (Giz45) $ 87 $ (314) $ 91 
$ 2,892 $ 3,016 Sao 022 $ 3,605 
(4.3%) 2.8% (10.4%) 2.5% 


INVESTMENTS 


This section of the Company’s activities relates to general 
investments which are not an integral part of any division. 
The investments include securities in other Canadian com- 
panies in addition to some real estate holdings. 


The principal investment is a 13% interest in the common 
shares of Fraser Companies, Limited, a major pulp and 
paper company operating in both Canada and the United 
States. In 1972, Fraser reported a loss of 32 cents per share 
compared to a loss of $2.08 per share in 1971 and declared 
a dividend of 10 cents per share, down from 15 cents per 
share in 1971. 


The 1972 operating year remained a difficult one for Fraser, 
as the carry-forward effects of the 1971 labour disruptions 
and the continuing weak markets for fine papers hampered 
Fraser’s recovery. Other negative influences were present 
in the low margins and short production runs which highly 
competitive market conditions produced. Nonetheless, some 


Revenues (millions of dollars) 


1972 
REVENUES aeameere tah cl hate e ww &y Cy. 497 
EXPENSES 
General and administrative ..... . 145 
Interest on long-term debt. .... . 273 
Ohler WIGS ok ee BO 29 
447 
INCOME BEFORE THE FOLLOWING. . . . 50 
Provision for income taxes . .... . (81) 
INCOME BEFORE EXTRAORDINARY ITEMS . $ 131 
SHAREHOLDERS’ EQUITY . $ 9,288 
RETURN ON SHAREHOLDERS’ EQUITY . . 1.4% 


improvement was evidenced in the final quarter of the year, 
as modest price firming helped achieve a profitable level of 
operations. Further improvements in earnings are expected 
in 1973 as a result of higher prices and longer production 
runs. 


Income Before Extraordinary Items 
(millions of dollars) 


1971 1970 1969 1968 
(thousands of dollars) 

437 705 721 727 
139 138 80 186 
150 186 263 315 
120 79 46 130 
409 403 389 631 
28 302 332 96 
(43) (108) 94 

$ 71 $ 410 $ 238 $ 96 

$ 10,591 $ 11,606 $ 13,301 $ 14,809 


0.7% 3.5% 1.8% 0.6% 
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LOCATIONS 


ay 


CANADA 


cy 
q 
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e 
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VICTORIA 
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ORONTO @ wind 


HALIFAX 


NEW YORK 


SAN FRANCISCO 


GENSTAR onicseo 


INCORPORATED UNDER THE LAWS OF CANADA 


CONSOLIDATED 
STATEMENT 
OF INCOME 


For the year ended 
December 31, 1972 
(thousands of dollars) 


1972 
$ 
Revenues 
Net sales andoperations . ... . 356,743 
Net income of 50% owned companies . 1,732 
Investment income 655 
359,130 
Costs and Expenses 
Cost of sales and operations . 272,564 
Selling, general and administrative . 31,718 
Depreciation, depletion and amortization . 16,188 
Interest on long-term debt . 6,031 
Other interest . 3,865 
330,366 
Income Before the Following 28,764 
Provision for income taxes 
Current 13,792 
Deferred . (439) 
13,353 
Loss on operations of discontinued businesses, net of income taxes 400 
13,753 
Income Before Extraordinary Item 15,011 
Extraordinary item 
Loss on disposal of discontinued businesses, net of income taxes 687 
Net Income for the Year . 14,324 
Income per Common Share 1972 
Before 
extraordinary Net 
Canadian Method Item Income 
Beier a Wo Sa Fal ler me ee gear a ere - 6 $1.67 $1.59 
Wheelie a OEE OS oe Ee Sb 1.41 1.39 
United States Method 
Primary ieee oad ate” ose ae tm Cena Onan pate: 1.66 1.58 
SI AWTIM oh 6 on Wu ae oe ns a 1.43 1.37 


See notes to consolidated financial statements 
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$ 


274,095 
1,560 
728 


276,383 


215,449 
22,266 
143075 

3,640 
3,096 


290,026 


20,857 


9,405 
222 


9627 
476 


10,103 


10,754 


10,754 


1S7a 


Net 
Income 


$1.22 
118 


pee 
eS 


i 


23 


CONSOLIDATED 
BALANCE ASSETS 
SHEET 


As at December 31, 1972 


(thousands of dollars) Current Assets 


Cash and term deposits . oO 

Accounts and notes receivable — trade 
— other 

Inventories . 

Prepaid expenses 


Other Assets . 


Investments 
Portfolio securities 
50% owned companies . 
Subsidiaries not consolidated . 
Real estate properties 
Mortgages and loans 


Fixed Assets 
Properties, plants and equipment 
Accumulated depreciation . 


Intangible Assets arising from acquisitions . 
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1972 


4,978 
78,624 
5,072 
87,901 
990 


177,565 


2,276 


15,651 
12,432 
2,001 
9,303 
2,437 
41,824 


257,463 
118,128 


139,335 


35,019 
396,019 


Oma 


10,049 
64,363 
3,107 
76,794 
955 


155,268 


15791 


16,892 
12,912 
1,441 
6,783 
3,545 
41,573 


253,674 
106,410 


147,264 


35,335 
381,231 


LIABILITIES 


Current Liabilities 
Bank advances and acceptances 
Accounts and notes payable 
Income taxes 
Dividends payable : 
Mortgage advances and loans 
Current portion of long-term debt 


Other Liabilities 
Long-Term Debt 


Deferred Income Taxes 


SHAREHOLDERS’ EQUITY 


Capital Stock 
Authorized — 
2,000,000 preferred shares — par value $50 each 
15,000,000 common shares — without nominal or par value 
Issued and fully paid — 
9,042,816 common shares (1971 — 8,962,930) . 


Contributed Surplus 


Retained Earnings . 


Signed on behalf of the Board 
os oF, 
Director Linaf é Han x 


See notes to consolidated financial statements 
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1972 


37,298 
45,977 
14,167 

1,397 
15,004 


12,791 


126,634 

2,551 
103,596 
27,428 


260,209 


100,993 
6,967 


27,850 
135,810 
396,019 


17a 


68,848 
31,860 
11,076 
1,926 
16,070 
6,973 
136,753 


2,678 
85,492 
29,856 


254,779 


100,121 
6,967 


19,364 
126,452 
381,231 
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CONSOLIDATED 


STATEMENT Source of Funds 

OF SOURCE AND Income before extraordinary item 

USE OF FUNDS Items not affecting funds — 

For the year ended Depreciation, depletion and amortization 


December 31, 1972 


Gnoteandeot cellars) Deferred income taxes 


Other 
Funds from operations 

Sale of — 

Other assets 
Investments . 
Fixed assets . 

Issue or assumption of — 
Other liabilities . 
Long-term debt 
Deferred income taxes 
Common shares 


Reduction of United States income taxes . 


Use of Funds 

Purchase of — 
Other assets 
Investments . 
Fixed assets . 
Intangible assets 

Payment or reduction of — 
Other liabilities . 
Long-term debt 
Deferred income taxes 
Dividends 


Working Capital 
Increase (decrease) in the year 
At beginning of year . 
At end of year . 


See notes to consolidated financial statements 


1972 
$ 


15,011 


16,188 
(439) 
324 
31,084 


1,592 
5,233 
3,274 


558 
33,286 


872 
25 


75,924 


693 
6,855 
11,916 


681 
15,512 
1,988 
5,863 
43,508 


32,416 
18,515 
50,931 
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CONSOLIDATED Te 1 a 
STATEMENT OF Changes in Elements of Working Capital 
SOURCE AND 
USE OF FUNDS Current Assets — WcredeS (Decrease) 
(Coninued) Cash and term deposits .... . (5,071) 853 
Accounts and notes receivable — trade 14,261 16,795 
— other 1,965 (1,242) 
Inventories . 11,107 WSS TET 
Prepaid expenses 35 (5) 
22,297 30,178 
Current Liabilities — Increase (Decrease) 
Bank advances and acceptances (31,550) 21,392 
Accounts and notes payable . 14,117 (1,674) 
Income taxes 3,091 6,822 
Dividends payable (529) 803 
Mortgage advances and loans (1,066) 9,016 
Current portion of long-term debt 5,818 (4,135) 
(10,119) 32,224 
Increase (Decrease) in the Year 32,416 (2,046) 
CONSOLIDATED ete ie 
STATEMENT 
OF RETAINED Balance — Beginning of year 19,364 13,864 
EARNINGS Net income for the year . Spe: 14,324 10,754 
For the year ended Reduction of United States income taxes . 25 58 
December 31, 1972 33,713 24,676 
Up cusaiesildollars) Dividends on common shares (1972 — $0.65, 1971 — $0.60) . 5,863 9,312 
Balance — End of year 27,850 19,364 


See notes to consolidated financial statements 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the year ended December 31, 1972 


1. ACCOUNTING POLICIES 


Consolidation 


The accounts of all subsidiaries, other than subsidiaries which are venture capital invest- 
ments of a temporary nature, are consolidated either from the dates of acquisition on the 
basis of purchase accounting or retroactively on the basis of pooling of interest accounting. 


Foreign Exchange 


The accounts in foreign currencies are translated into Canadian dollars at the rates of 
exchange on the balance sheet date for current assets and current liabilities, on the date 
of the transaction for other balance sheet accounts and related depreciation and at the 
average rate for the year for revenues and expenses. 


Inventories 


Inventories used in determining cost of sales are valued at the lower of cost or net realiz- 
able value. The cost of land and houses under construction is determined on a specific 
item basis and cost of other inventories generally on a first-in first-out basis. The cost of 
services installed, and interest and property taxes incurred prior to development, are 
included in land inventory. 


Investments 


Portfolio securities, subsidiaries not consolidated, and mortgages and loans are valued at 
the lower of cost or net realizable value. Companies which are 50% owned and real estate 
properties are carried on the equity basis. 


Income Recognition 


Income from construction contracts is recognized on a progress basis; from house sales, 
on receipt of the down payment from an approved purchaser; from land sales, on fulfilling 
all material requirements of the sales agreement; and from venture capital investing, on 
the sale of the investments. 


Depreciation, Depletion and Amortization 


Depreciation of plants and equipment is provided generally on the straight-line method at 
various rates based on the estimated useful life. Depletion of quarries and gravel deposits 
is provided on the unit of extraction method. Intangible assets arising from acquisitions 
prior to November 1970 in the amount of $31,257,000 are not being amortized and the 
remainder is being amortized over forty years. 


2. BUSINESS COMBINATIONS 


The following business combinations have been consolidated on the basis of purchase 

accounting: 
The remaining 50% of the shares of a manufacturer of building materials was acquired 
in April 1972 pursuant to an agreement with the other shareholders. During 1971, all of 
the shares of four companies and 98.5% of the shares of one company were acquired 
pursuant to agreements and take-over bids. These companies are engaged in cement, 
building materials, land development, housing and construction operations. In addition, 
a subsidiary, 62.2% owned, was consolidated as it was no longer considered to be a 
venture capital investment. 


GENSTAR ons 


IZ 


1971 


(thousands of dollars) 


Net Assets Acquired 
Net tangible assets at the carrying value of the acquired 


companies. . . we: 327 
Intangible assets at the oanuine valle ri the acquired 

companies . Chew 
Allocation of aunaEean price to wie ‘einifale See. Sette: (297) 


Minority interest . 
Intangible assets arising ‘onl aaa swine 


Consideration 
CaSiiteprieetact<i0| Pam cas a. oy ee ee ee ee 30 
Notes payable 
6Y%2 % convertible nenentires 


$ 30 


34,075 


305 

7,385 
(826) 

3,028 


$ 43,967 


eayeree) 
1,080 
29,909 


$ 43,967 


The pro forma consolidated results assuming these business combinations had taken 


place on January 1, 1971 are as follows: 


1972 1971 

(thousands of dollars) 

Revenues. .. ee ane ee 00 17 40 $520,391 
Income before stiaarinen fom en er ee ee eee 14,849 12,088 
NGLINCOMG ae on ie Mica pe. ce ke ee te nee eee ee 14,162 12,088 
1972 1971 

Before 

Extraordinary Net Net 

Item Income Income 
Pro Forma Income per Common Share 
Canadian Method 
Basic wate aed a he tet ee eee Mb | OO $1.58 $1.37 
eH WAreLL Ee POST PS Se ee 1.39 1.33 1.16 
United States Method 

MEME? Oo en ce fae ee ee eee 1.64 ESyve 1.36 
UUme eee a es Gee Se he 1.42 1:36 aoike} 
3. INVENTORIES Se ie 

(thousands of dollars) 
PiteltslavsteMafelsts eee” x ee Ry Se ee 12,088 11,855 
Workin process. . . O Rirkak en pn aya eee att 15,608 16,504 
Raw materials and eipolicee AS ARE ote Set! 17,296 13,654 
Land held fordevelopmentandsale ........ . 39,369 S2e15 
Maintenancerandirepall@DaltS mesma: age ee meen rue cnc 3,540 2,563 
$ 76,794 


$ 87,901 
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4. INVESTMENTS 

Portfolio securities include marketable shares which are carried at a cost of $11,121,000 
(1971 — $10,296,000) and have a quoted value of $13,483,000 (1971 — $6,864,000). The 
investment of $12,432,000 (1971 — $12,912,000) in 50% owned companies is represented 
by net assets of $10,807,000 (1971 — $10,845,000). The investment of $2,001,000 (1971 
— $1,441,000) in subsidiaries not consolidated is represented by net assets of $1,480,000 
(1971 — $911,000). Provision has not been made for losses of $55,000 since acquisition. 


5. FIXED ASSETS 1972 1971 
Accumulated 
Assets Depreciation Net Net 
(thousands of dollars) 

Lands 50) 5. ee ee 8,834 8,834 9,792 
BUIICINGS 2: aeenne nner eats: 55,000 18,260 36,750 37,442 
Machinery and senipment ie wee 182,429 97,199 85,230 90,918 
Quarries and gravel deposits . . 11,190 2,669 B52 1 9,112 


$257,463 $118,128 $139,335 $147,264 


Fixed assets are stated at cost which includes $24,566,000 at December 31, 1972 (1971 
— $24,863,000) representing the allocated portion of the difference between the cost of 
investments in subsidiaries and the net assets at the carrying value of the acquired 
companies. 


6. LONG-TERM DEBT 1972 1971 
Current 
Portion Total Total 
(thousands of dollars) 
573% to 8% First mortgage digs fund bonds 


GUCs1O01 SSS sia he poe AME®) 24,612 26,352 
6Y2 % Convertible teeta: sien in 1992 SOM eee 29,867 29,909 
Term bank loan at prime rate plus 1% % due to 1979 3,000 30,000 
5% to 8% Debentures dueto1987 ..... . 670 6,195 5,481 
6% to10% Mortgages dueto1997 ..... . 431 4,786 See 
5a to lO %o:notes, duel tos OS 5.5mm men ee 10,107 13,316 
Non-interest bearing notes due to 1981... . . 5,358 10,820 NEC Holote) 

oy EA TASH 116,387 92,465 
Current: DOrtiOn) =e. sneer l anne etna ann Tn 12,791 6,973 


$103,596 $ 85,492 


The convertible debentures are convertible into 2,146,736 (1971 — 2,149,752) common 
shares, being a conversion price of $13.913 per common share. Of these debentures, 
$16,997,500 are convertible after December 14, 1973 unless the holder has elected by 
that date to receive repayment in five equal annual instalments commencing in December 
1974 with interest at 2% over the prime bank rate. Non-interest bearing notes include 
$275,000 (1971 — $525,000) which are convertible at $15.00 per share into 18,333 
(1971 — 35,000) common shares. 


As a result of the purchase of a subsidiary, $3,585,000 (1971 — $4,351,000) of the non- 
interest bearing notes are held by a company of which a director is the principal creditor. 


The following payments are required to meet long-term debt instalments and sinking 
fund provisions: 1974 — $13,602,000; 1975 — $8,772,000; 1976 — $8,021,000; and 1977 
— $7,647,000. 


7. CAPITAL STOCK 


Common shares issued and fully paid are shown after deducting 806,151 shares, at their 
issue price of $15 per share, which were received as a result of previous shareholdings in 
companies acquired. 

In prior years 1,490,037 common shares were issued for a total price of $20,945,000 in 
exchange for the shares of two subsidiaries. Since these subsidiaries were accounted for 
on a pooling of interest basis, these shares are stated on consolidation at $2,926,000. 
All of the outstanding common shares at December 31, 1972 were issued for a total 
consideration of $119,012,000 (1971 — $118,140,000). 

Common shares issued during the year are as follows: 

1972 1971 


37,500 17,000 ‘for cash of $567,495 in 1972 and $182,920 in 1971, under the terms 
of the employees’ stock purchase plan. 

23,700 27,787 for cash of $95,010 in 1972 and $109,630 in 1971, under the terms 
of the employees’ substitute stock option agreements. 


15,450 600 _ _—s for cash of $163,757 in 1972 and $4,740 in 1971, under the terms 
of the employees’ stock option plan. 
3,016 at $13.913 each, on conversion of $42,000 convertible debentures. 
220 for cash of $3,300, on the exercise of share purchase warrants. 


110,000 at $11.50 each, in payment of non-interest bearing notes. 
530 at $13.15 each, in exchange for shares of a subsidiary. 


79,886 155,917 


Share purchase warrants are outstanding at December 31, 1972 entitling the holders to 
purchase 299,580 (1971 — 299,800) common shares at $15 per share to June 1, 1973 and 
thereafter at $17 per share to June 1, 1978. 

An option to purchase 116,666 common shares at $13.91 per share to October 31, 1979 
was granted on obtaining the term bank loan. 

Options to purchase 166,300 common shares at 90% of the market price have been 
granted to December 31, 1972 under an employees’ stock option plan of which 5,500 were 
granted in 1972 (1971 — 11,000). At December 31, 1972, options for 71,900 (1971 — 
81,850) shares at prices ranging from $7.90 to $14.75 have not been exercised. 

In connection with the acquisition of a subsidiary, options to purchase 113,558 common 
shares at prices ranging from $2.53 to $4.05 were granted in substitution for outstanding 
employee stock options. At December 31, 1972, options for 10,725 (1971 — 34,425) 
shares have not been exercised. 

At December 31, 1972, a total of 2,909,174 (1971 — 2,600,827) common shares have 
been reserved for issuance on the conversion of long-term debt and on the exercise of 
warrants and options. 

Under the terms of an employees’ stock purchase plan Trustees have purchased 121,800 
common shares from the Company to December 31, 1972 at 99% of the market price. 
Included in other assets are advances of $1,556,000 (1971 — $971,000) which have been 
made to the Trustees who charge interest at 5% to the participants and hold the shares 
as security. 
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8. RETAINED EARNINGS 


Assuming payment by all subsidiaries and 50% owned companies of dividends equal to 
their available retained earnings, approximately $22,700,000 of consolidated retained 
earnings would have been available for the payment of dividends. Amounts not available 
represent the retained earnings of subsidiaries at the dates of the business combinations 
which were accounted for on a pooling of interest basis together with taxes of $580,000 
which would be payable if the earnings of certain subsidiaries were distributed to the 
Company. Provision has not been made for these taxes as it is not the intention to 
distribute the earnings of these subsidiaries. 


9. ASSETS SUBJECT TO LIEN OR PLEDGE 


Substantially all assets are subject to mortgages and/or floating charges securing indeb- 
tedness. Shares and notes of subsidiaries are pledged as security for the $30,000,000 
term bank loan and $6,050,000 of the non-interest bearing notes. Certain accounts receiv- 
able and inventories are pledged as security for approximately $32,000,000 of current 
liabilities. Certain investments are pledged as security for the guarantee of bank loans of 
another company. 


10. DISCONTINUED BUSINESSES 


During 1972, the Company discontinued certain marine and industrial product operations 
and the net loss resulting from their operations in the year is shown separately after 
income tax recoveries of $383,000 (1971 — $528,000). 


The extraordinary loss on the liquidation of these operations together with a loss on 
closing a building materials plant is as follows: 


Income 
Loss Taxes Net 
(thousands of dollars) 
Wlalatcems(e(Uftelaslaie 5 6 5 « a 0 6 o & o @ 6 6 a 767 Sits 390 
Steel fOUNGIY ag eee ee eee ee 478 248 230 
Precast plants. [-0.50br Peers cs eee 130 63 67 


11. INCOME PER COMMON SHARE 


Canadian Method 


Basic income per common share is the net income for the year divided by the average 
number of shares outstanding in 1972 of 8,991,311 (1971 — 8,827,618). 

Fully diluted income per common share is the net income for the year plus (i) $175,000 
(1971 — $178,000), being the after tax effect of a 6% (1971 — 6.4%) return imputed on 
the funds which would have been available from the exercise of warrants and options, and 
(ii) $955,000 (1971 —nil) being the after tax effect of interest on debt assumed to be 
converted, divided by an average number of shares outstanding of 11,471,105 (1971 — 
9,278,692) reflecting the assumed conversion or exercise at the beginning of the year, 
or the date of issue if later, of all convertible debt, warrants and options. 


United States Method 


Primary income per common share is the net income for the year divided by the average 
number of shares outstanding in 1972 of 9,041,071 (1971 — 8,869,350) which includes 
common share equivalents. 


Fully diluted income per common share is the net income for the year plus $955,000 
(1971 —nil) being the after tax effect of interest on debt assumed to be converted 
divided by an average number of shares outstanding in 1972 of 11,143,844 (1971 — 
8,873,655) reflecting the assumed conversion or exercise at the beginning of the year, or 
the date of issue if later, of all convertible debt, warrants and options. 


12. ADDITIONAL INFORMATION 1972 1971 

Remuneration of Directors and Officers Directors Officers Directors Officers 
Gensiar limited wae 29 | 52,433 528,088 46,000 482,987 
BACM Industries Limited. . . . . 56,189 51,826 


$ 52,483 $584,277 $ 46,000 $534,813 


In 1972 there were 17 directors and 12 officers, 4 of whom were also directors. In 1971 
there were 16 directors and 12 officers, 4 of whom were also directors. 


Retirement Plans 

Contributions to retirement plans including prior service costs charged to earnings in 1972 
amounted to $885,000 (1971—$556,000). These plans were fully funded at December 31, 
ao7 Zeanda 974s 


Reduction of United States Income Taxes 
The reduction credited to retained earnings resulted from the sale of certain assets 
acquired at a cost which was less than the value established for income tax purposes. 


Comparative Presentation 

In 1972 a portion of the purchase price of a subsidiary acquired in December 1971 was 
allocated to net tangible assets and 1971 has been restated. Other accounts have been 
restated to conform with the presentation in 1972. 


Proportion of Revenues by Industrial Category 1972 1971 
Building Materials, Heavy Construction, Land Development 
anc HOUSING maemmemes! oo) ha Acco Cuneta Gcr 8 nv a) on hace 59% 55% 
GEMentiay ve > Age Sear,” 5 MR ove ee es aes i en 8% 7% 
Chemicals and: FenmilizerS ower ee aes ieee mere ree A 11% 13% 
Import-Exportand. Industrials RrocuCts ey emmeen imam eine mewn ane 19% 22% 
COLD Cents Reet etre ane Weta te ang Be Sime erage, Rea an at 3% 3% 


13. COMMITMENTS AND CONTINGENT LIABILITIES 

On December 29, 1972, an agreement subject to a tax ruling was entered into under which 
133,334 common shares will be issued in exchange for all the outstanding shares of a 
company engaged in the construction of homes. 

In January 1973 legal action was commenced under the Combines Investigation Act 
against three subsidiaries of the Company in the cement and concrete products industries 
in British Columbia. The action against the two major subsidiaries relate to years prior to 
acquisition. It is not possible to determine the outcome of these proceedings at this time. 


Minimum annual rentals under leases in effect at December 31, 1972 and expiring up to 
1990 for properties, plants and equipment were $1,666,000 (1971 — $1,537,000). 


Bank advances up to $1,416,000 (1971 — $1,063,000) of other companies have been 
guaranteed and as at December 31, 1972 $1,051,000 (1971 — $1,053,000) was advanced. 
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AUDITORS’ REPORT 


COOPERS & LYBRAND 


CHARTERED ACCOUNTANTS 


TO THE SHAREHOLDERS OF GENSTAR LIMITED 


We have examined the consolidated balance sheets of GENSTAR LIMITED and subsidiaries 
as at December 31, 1972 and 1971 and the related consolidated statements of income, 
retained earnings and source and use of funds for the years then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position 
of GENSTAR LIMITED and subsidiaries as at December 31, 1972 and 1971 and the results 
of their operations and the source and use of their funds for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 


Coepurs « Ludrand 
Montreal, Canada 


February 20, 1973 Chartered Accountants 


DIVISIONS AND SUBSIDIARIES 


BUILDING MATERIALS 
HEAVY CONSTRUCTION 


LAND DEVELOPMENT AND HOUSING 


<> 


BUILDING MATERIALS 


Ready-mix concrete, concrete block and 
pipe, sand, gravel and classified aggregates, 


gypsum wallboard, precast products. 


BACM Industries Limited 


S. SIMKIN 
Chairman of the Board and Chief 
Executive Officer 


A. L. SIMKIN 
Vice-Chairman and President 


B. A. MONKMAN 
Senior Vice-President 
Concrete Products 


1. SIMKIN 
Senior Vice-President 
Construction Operations 


Jae BODIE 
Vice-President, Corporate and 
Management Services 


T. R. DENTON 
Vice-President, Administration, 
Secretary and General Counsel 


K. C. KINSLEY 
Vice-President, Finance 


|. SPECTOR 

Vice-President, Engineering and 
Technical Services 

A. W. FALK 


Vice-President, Precast Concrete 
Operations 


E. M. GUSTAFSON 
Vice-President, Housing Operations 


V. S. G. LEWIS 
Vice-President, Land Development 
Operations 


R. A. ORR 
Vice-President, Housing Operations 


A. J. SMITH 
Vice-President, Gypsum Products 
Operations 


J. J. DENHOLM 
Treasurer 


CONCRETE PRODUCTS 


B. A. MONKMAN 
Chairman and Managing Director 


G. K. CRUIKSHANK 
Vice-President, Finance 
Western Region 


J. L. HOLMAN 
General Manager 


Consolidated Concrete 
Limited — Alberta 

J. L. HOLMAN 

President and General Manager 


K. G. EVANS 
Vice-President and General Manager 
Northern Alberta 


Redi-Mix Limited — Saskatchewan 


H. F. WARD 
President and General Manager 


Main Office 


Winnipeg, Manitoba 

Operations of most divisions are carried 
out from major centres in the provinces 
of Manitoba, Saskatchewan, Alberta and 
British Columbia. 


Building Products and Provincial 
Concrete Division — Manitoba 


E. ROSENBLAT 
President and General Manager 


Pacific Region 
Ocean Construction Supplies Limited — 
British Columbia 


B. A. MONKMAN 
President 


N. D. MacRITCHIE 
Executive Vice-President 


E. J. MCCANCE 
Vice-President 


L. J. CAMPBELL 
Treasurer 
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BUILDING MATERIALS (Cont'd) 


HEAVY CONSTRUCTION 


LAND DEVELOPMENT AND HOUSING 
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GYPSUM PRODUCTS 


Truroc Gypsum Products Ltd. 


A. J. SMITH 
President and General Manager 


A. J. McLELLAN 
Comptroller 


PRECAST CONCRETE PRODUCTS 


Con-Force Products Ltd. 


A. W. FALK 
President and General Manager 


G. ADAM 

Vice-President, Marketing 
and Engineering 

T. J. BARTKIEWICZ 
Vice-President, Operations 


F. T. McALEER 
Vice-President, Finance 


H. NASH 
Vice-President, Construction 


HEAVY CONSTRUCTION 
B.A.C.M. Construction Company 
B.A.C.M. Mine Developers Ltd. 
CITY & PROVINCIAL SERVICES 
B-A Construction Ltd. 
Mulder Bros. Limited 
Borger Construction Co. Ltd. 


Northern Gravel Products Ltd. 


Standard-General Construction Limited 


|. SIMKIN 
President and General Manager 


J. J. DENHOLM 
Vice-President, Finance 


D. S. DUNCAN 
Executive Vice-President, 
Heavy Construction 


G. R. THOMPSON 
Vice-President 


B.A.C.M. Development 
Corporation Limited 


V. S. G. LEWIS 
President and General Manager 


H. W. McADAMS 
Vice-President 
Finance and Administration 


N. F. BOTHWELL 
Vice-President 


E. B. BODIE 
Vice-President 


Engineered Homes Limited 


R. A. ORR 

President and General Manager 
J. E. WHITAKER 
Vice-President, Finance 

J. V. HAYWARD 

Vice-President and Manager 
Pacific Region 


G. L. MAGNUSSEN 
Vice-President and Manager 
Central Region 


C. D. WILSON 
Vice-President and Manager 
Southern Region 


Keith Construction Company Limited 


E. V. KEITH 
Chairman of the Board 


E. M. GUSTAFSON 
President and General Manager 


L. H. FRODSHAM 
Executive Vice-President 


R. J. KIMOFF 
Vice-President 


L. LUINI 
Vice-President, Construction 


BaGeeEEEES 
Treasurer 


CEMENT 


tain S 


Normal portland cement, oilwell cement, high 
early strength cement, masonry cement, sul- 
phate resistant cement and special potash 
cement 


Marine towing, barge transportation and sal- 
vage operations in the ports of Vancouver 
and Victoria, the Pacific coastal waters and 
the high seas. 


Ship building and ship repairing; syncrolift 
docking. 


Docking of ships in the port of Montreal, 
towing, salvage and oil pollution control on 
the St. Lawrence River, Seaway and Great 
Lakes. 


Inland Cement Industries Limited 
Ocean Cement Limited 

WILLIAM S. ZIEGLER 

Chairman of the Board 


D. R. B. McARTHUR 
President 


GEORGE ROSS 
Senior Vice-President — Marketing 


H. B. McEWEN 
Vice-President — Production 
PAUL WACKO 
Vice-President — Sales 

R. J. ZIMMEL 


Vice-President — Administration and 
Secretary-Treasurer 


Ocean Cement & Supplies Industries 
Limited 


Wm. F. FOSTER 
President 


Seaspan International Ltd. 


JAMES C. F. STEWART 
Chairman of the Board 


J. R. A. LINDSAY 
President 


NORRIS MARTIN 
Vice-President — Marketing 


R. E. TOLHURST 
Vice-President — Operations 


A. M. FOWLIS 
Vice-President — Administration 


EDWARD JUDD 
Vice-President — Corporate Services 


JOHN F. PEARSON 


Vice-President and Secretary-Treasurer 


Vancouver Shipyards Co. Ltd. 


JAMES C. F. STEWART 
Chairman and President 


VICTOR GADSBY 
Manager 


McAllister Towing Ltd. 


DONAL G. McALLISTER 
President 


TREVOR H. CARON 
Secretary-Treasurer 


Main Office 
Edmonton, Alberta 


Plants 

Edmonton, Alberta; Regina, Saskatche- 
wan; Winnipeg, Manitoba; Bamberton, 
British Columbia 

Distribution Centres 


Calgary, Alberta; Saskatoon, Saskatche- 
wan; Thunder Bay, Ontario; New West- 
minster, Prince George, Kitimat and Ft. 
Nelson, British Columbia. 


Sales Offices 


Edmonton, Calgary, Regina, Saskatoon, 
Winnipeg, Thunder Bay, Vancouver, Prince 
George. 


Main Office 
Vancouver, British Columbia 


Main Office 
North Vancouver, British Columbia 


Branch Office 
Victoria, British Columbia 


Main Office 
Montreal, Quebec 
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VENTURE CAPITAL AND 
REAL ESTATE 


fSUTrER HILL | 


Development of shopping centres and resi- 
dential properties, principally in California. 


Venture Capital investment activities primar- 
ily in technology related companies. 


Title abstract and escrow services. 


Sutter Hill Limited 


GREGOR G. PETERSON 
President 


JACK R. TAYLOR 
Executive Vice-President 


DALE R. BLANCHARD 
Vice-President and Treasurer 


JOHN L. DE BENEDETTI 
Vice-President 


LORRIN C. TARLTON JR. 
Vice-President 


Sutter Hill Capital Corporation 
Sutter Hill Ventures 


WILLIAM H. DRAPER III 
President 


PAUL M. WYTHES 
Vice-President 


DAVID L. ANDERSON 
Treasurer and Secretary 


First American Title Guaranty Company 


GERRY A. VERSSEN 
Chairman of the Board 


WILLIAM B. MORRISH 
President 


Main Office 
Palo Alto, California 


Main Office 
Palo Alto, California 


Main Office 
San Jose, California 


CHEMICALS AND FERTILIZERS 


NUTRITE BULL'S EYE 


Industrial chemicals and gases (nitrogen, 
hydrogen and carbon dioxide); fertilizers and 
fertilizer materials, including ammonia, am- 
monium nitrate, urea, nitrogen solutions; 
nitric acid. 
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Brockville Chemical Industries Limited 


B. T. JOHNSON 
Chairman of the Board and 
Chief Executive Officer 


K. M. BARTLETT 
Vice-President — Marketing 


J. CHANTRAINE 
Vice-President — Chemical 
Production and Development 


J. WAYNE AUDETTE 
Director of Administration 


Main Office 
Montreal, Quebec 


Chemical Plant 
Maitland, Ontario 


Fertilizer Regional Offices 


Toronto, Ontario; Montreal, Quebec; Saint 
John, New Brunswick. 


Fertilizer Plants 


Essex, Hanover, Exeter, Alliston, Toronto, 
Welland, Elmira, Chatham, Cornwall, 
Chesterville, Ontario; Montreal, Ste. Foy, 
Victoriaville, St. Arsene and Ste. Rosalie, 
Quebec; Saint John and Drummond, New 
Brunswick; Summerside, Prince Edward 
Island; Windsor, Nova Scotia; Presque 
Isle, Maine. 


IMPORT-EXPORT AND 
INDUSTRIAL PRODUCTS 


Mussa 


cOR FORA Tt OUN 


General mill representatives and importers 
specializing in ferrous and non-ferrous prod- 
ucts from world suppliers to the United States 
and the export of domestic United States 
products. 


General mill representatives and steel ware- 
housing and fabricating. 


General mill representatives specializing in 
imported ferrous products. Distributors of 
industrial rubber and other products. Rubber 
lining of pipes, tanks, pulleys, etc. for the 
mining industry. 


Indussa Corporation 


VICTOR V. SHICK 
President 


R. D. PATERSON 
Vice-President 


ARTHUR SCOTTO 
Treasurer and Assistant Secretary 


HOWARD H. BACHRACH 
Secretary 
Markle Steel Company 


J. B. WILLIAMS 
President 


Indussa Canada Limited 
Industrial Sales Limited 


GEORGE R. POOTMANS 
President 


VINCENT MADIGAN 
General Manager — Industrial Sales 


Main Office 
New York, N.Y. 


Main Office and Warehouse 
Houston, Texas 


Fabrication Plants 


San Antonio, Texas 
Odessa, Texas 
Amarillo, Texas 


Main Office 
Montreal, Quebec 


Sales Offices and Warehouses 


Sept-lles, Quebec; Wabush, Labrador; 


Toronto, Ontario 


39 


40 


\u 


Six months ended June 30, 1970 


interim report 
oj= 


TO THE SHAREHOLDERS 


Consolidated income before extraordinary items of Genstar Limited 
and its subsidiaries for the first six months of 1970 amounted to 
$1,125,000 or 16 cents per share compared with income of 
$2,517,000 or 41 cents per share for the corresponding period of 
1969. Prolonged labour strikes and the general economic slow-down 
resulting in decreased construction activity were the principal 
factors in the decline in earnings. 

Cement 


As a result of the general slow-down in the economy, restriction of! 
government funds and postponement of large projects, the com- 
pany’s sales of cement were 21% below sales for the same period last 
year. In addition, the geographic mix of sales has resulted in average 
lower net returns at the plants. The company’s ready-mix concrete 
operations in Vancouver were closed from early April until late July 
due to the construction strike in British Columbia and, conse- 
quently, a loss was incurred on this operation. 

Marine 

The company’s marine activities on the west coast of Canada were 
affected by a strike of the Canadian Merchant Service Guild which 
lasted for a period of six weeks. In addition, the company absorbed 
costs jof bringing new equipment into service which will benefit 
future periods. With the present softness in the economy, partic- 
ularly in sales of lumber products to the United States, the volume 
of traffic handled was less than forecast. 

Chemicals and Fertilizers 


Fertilizer sales in the first six months of 1970 compare favourably 
to the volume of last year, however some price erosion in Canada 
has led to decreased margins. Fertilizer prices in the United States 
this year have been considerably firmer than in previous years. 


BACM 


Operations of BACM Industries Limited have been affected by the 
generally unfavourable economic conditions and, as a result, 


CONSOLIDATED STATEMENT 
OF INCOME 


(Unaudited) 


Net Sales 

Income before the following items 
Depreciation Aas 
Interest on long term debt 
Provision for income taxes 


Minority interest 


Income before extraordinary item 
Gain on sale of assets 


NET INCOME FOR THE PERIOD 


Average number of common shares outstanding 
Income per share 

before extraordinary item 

on extraordinary item 


Total 


construction activities were down. The decline is general in the 
BACM marketing area. However, the major profit reductions were 
experienced in the Provinces of Saskatchewan and Manitoba. 
Housing sales and shipments of concrete and concrete products also 
showed a decline from those of the previous year. Operations of the 
gypsum wallboard plant produced satisfactory results. 


Import-Export and Industrial Products 


Although the elimination of unprofitable lines caused a substantial 
reduction in sales volume of the company’s import and export 
activities, the situation is now stabilized with corresponding 
improvements over the losses experienced last year. The company’s 
Industrial Products’ activities continue to operate at a profitable 
level. 


Expansion and Acquisitions 


As a result of a final exchange offer to the shareholders of BACM 
Industries Limited, Genstar now owns, or has agreements to 
purchase, 99% of the total outstanding shares of BACM. In June, 
BACM acquired Rex Holdings which provides BACM with a stronger 
position in Alberta. 


During July, the company announced its intention to combine its 
west coast marine operations with similar operations on Canada’s 
west coast owned by Dillingham Corporation of Honolulu, Hawaii. 
This integration of fleets is expected to provide more efficient 
operations and a stronger base for future expansion. 


Outlook 


The economic climate for the near term future remains difficult to 
predict. Many labour problems, particularly in British Columbia, 
cloud the overall picture. The increasing cost of labour is putting 
considerable pressure on earnings at a time when the government 
has instituted measures to control inflation. 


Since the anti-inflationary policies appear to be taking effect, it is 
hoped that an upturn in the economy will result in generally 
improved conditions in the company’s areas of activity. 


3 Months ended June 30 6 Months ended June 30 
1970 1969 1970 1969 
$62,350,000 $81,789,000 $98,428,000 $122,120,000 

7,593,000 10,631,000 9,343,000 13,321,000 
3,110,000 2,687,000 5,074,000 4,656,000 

970,000 1,236,000 1,990,000 2,281,000 
1,774,000 3,338,000 1,157,000 3,176,000 
(19,000) $50,000 (3,000) 691,000 
5,835,000 7,811,000 8,218,000 10,804,000 
1,758,000 2,820,000 1,125,000 2,517,000 
40,000 355,000 

$ 1,758,000 $ 2,860,000 $ 1,125,000 $ 2,872,000 
7,155,000 6,085,000 

Me $ .46 MNS) $ .41 
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CONSOLIDATED STATEMENT OF 
SOURCE AND USE OF FUNDS 
(Unaudited) 


6 Months ended June 30 


1970 1969 

Source of Funds => 
Income for the period before 

extraordinary items ...... Sele stOO00M Sm 2-5 17-000 

Add: items not requiring 

LUNG SSeACee pee es ee 6,225,000 6,831,000 

Funds from operations ..... 7,350,000 9,348 ,00C 
Proceeds from sale of 

HMWESTOEMNUS . 2 5 oo eb ob Oe 1,303,000 1,249,000 
ISSUCIOmlOn Pateiined Cb tan ee 3,225,000 


Issue of common shares 
fOrCasht Aen eta heer cee 4,000 12,134,000 


8,657,000 25,956 ,00' 


Use of Funds 
Purchase of fixed assets ...... 5,733,000 2,222,000 
Purchase of investments ...... 2,864,000 158,00C 


Funds used for acquisitions in 
excess of working capital 


ACCUITCG: (NCL) annem tram 3,449 000 6,922,000 
Reduction of long term debt 
due afterone year ....... 8,974,000 5,235,000 


21,020,000 14,537,000 


Working Capital 
Increase (Decrease) in the 

periods naw ees Ont & (12,363,000) 11,419,00¢ 
At beginning of the year ..... 38,881,000 26,365,006 
Atend of the period ....... $26,518,000 $37,784,006 
August 14, 1970 A. A. FRANC 


Montreal, Canada President 
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